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Thomas L. Albright and Christopher M. Burgess
INTRODUCTION
This article con-
siders rewards and 
performance appraisal 
among high-perform-
ing employees in five 
different banking insti-
tutions. Our motiva-
tion for the research is 
as follows:




These metrics • 
often are used to 
evaluate individual and 
business-unit performance 
and can influence the 
reward system. 
But do rewards actually • 
influence behavior in pre-
dictable ways among high-
performing employees?
We surveyed 154 high-
performing employees who 
earned the greatest rewards in a 
performance appraisal system 
The balanced scorecard captures strategically 
relevant performance measures used as part of 
a performance evaluation system. These systems 
often include financial and nonfinancial rewards 
intended to motivate employees to take actions 
aligned with corporate strategy. Yet recent litera-
ture finds that rewards can have the opposite of 
intended effects. We consider the best practices 
of high-performing banking employees in the con-
text of a balanced scorecard system that provides 
financial and nonfinancial rewards for performance. 
Further, we consider the strategic, contextual 
environment in which these institutions compete. 
 © 2013 Wiley Periodicals, Inc.
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linked to a balanced scorecard. 
Our survey included employees 
from five different banking insti-
tutions and allowed open-ended 
responses to the questions. Our 
objective was to understand 
the motivation and thought 
processes that drove practices 
leading to the individual success. 
Also, we wanted to understand 
the effectiveness of “if–then” 
rewards in an environment 
requiring heuristic tasks (tasks 
that require one 
to experiment and 
devise a unique solu-
tion to a problem). 
In some earlier 
studies, providing 
rewards for heuristic 
tasks has been asso-
ciated with demoti-
vation.
It is essential to 
understand the stra-
tegic environment in 
which our respon-
dents compete. 
Thus, we develop 
the argument for the 
importance of rela-
tionships in the financial ser-
vices industry. Next we explore 
the link between employee 
relationships and client reten-
tion. This is important because 
client retention ultimately leads 
to growth in financial measures 
such as loans, deposits, and fee 
income. We then consider the 
impact of reward systems on 
motivating employee behavior 
associated with client relation-
ships. These incentives are 
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However, we find evidence 
of effective use of “if–then” 
rewards in an environment 
that requires high-level creative 
abilities. Further, these “if–then” 
rewards also seemed to have no 
adverse effect on intrinsic moti-
vation among a sample of high 
performers. 
BACKGROUND: MEASURES OF 
SUCCESS AND IMPORTANCE OF 
RELATIONSHIPS IN FINANCIAL 
SERVICES
Important traditional finan-
cial measures of banking success 
include loan growth, deposit 
growth, and growth of other fee-
based income. Examples of fee-
based income include services 
such as wealth management, 
insurance, and merchant ser-
vices (e.g., payment processing 
solutions that allow merchants 
to accept credit cards, debit 
cards, gift cards, and checks). 
Fee-based income has become 
increasingly important in recent 
years as loan volume and mar-
gins have declined.
Banking is a service business, 
so it depends on relationships 
that lead to customer retention. 
How important are relationships 
and retention to these traditional 
can achieve precisely the oppo-
site of  their intended aims.”2 
However, he says, “For routine 
tasks, which aren’t very inter-
esting and don’t demand much 
creative thinking, rewards can 
provide a small motivational 
booster shot without the harm-
ful side effects.”3
In addition, Pink states:
“The science shows that the • 
secret to high performance 
isn’t our biological drive 
or our reward-and-punish-
ment drive, but our third 
drive—our deep-seated 
desire to direct our own 
lives, to extend and expand 
our abilities, and to live a 
life of purpose.”4
“… if-then rewards … • 
not only are ineffective in 
many situations, but also 
can crush the high-level, 
creative conceptual abilities 
that are central to current 
and future economic and 
social progress.”5




gent, expected, “if-then” 
rewards—snuffed out 
(intrinsic motivation).”6
explained in the context of 
banking operations and key 
industry metrics. Nonetheless, 
we believe that our results gen-
eralize to other industries since 
we would not expect behavior 
(responses to rewards) to vary 
by industry. Our logic is illus-
trated in Exhibit 1.
Daniel Pink has written 
extensively about motivation.1 
His books and articles chal-
lenge many common beliefs and 
practices relating to rewards and 
behavior. Beyond basic biologi-
cal drives, Pink maintains that 
there are two types of drives that 
have important consequences in 
the workplace:
1. Responses driven by reward 
and punishment in the envi-
ronment; and
2. Intrinsic drive 
According to Pink, “Of 
course, the starting point for 
any discussion of motivation 
in the workplace is a simple 
fact of life: People have to earn 
a living. Salary, contract pay-
ments, and some benefits … 
are … ‘baseline rewards.’… But 
once we’re past that threshold, 
[rewards and punishments, 
known as] carrots and sticks 
Key Linkages Among Rewards, Behaviors, and Desired Outcomes
Exhibit 1
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measures of success? We first 
identify factors necessary to 
establish a customer–client rela-
tionship in financial services. Our 
new account (loan and check-
ing account) survey was based 
on a sample of 21 commercial 
banks and over 20,000 individual 
responses. The following para-
graphs summarize key questions 
and responses.
How did you learn about the 
bank?
Eighty percent responded: • 
Friend, relative, or 
employee
Less than 5% responded: • 
Paper, TV, and radio
Why did you choose the 
bank?
Approximately 60% • 
responded: recommenda-
tion, contact by the bank, 
or friend at the bank.
Thus, recommendations 
based on relationships are 
the key to establishing new 
customer–client relationships. 
Banks make a significant finan-
cial investment in acquiring and 
maintaining a client relation-
ship, and bank management is 
increasingly concerned about 
relationships that fail.
We wanted to understand 
why relationships fail and to 
design processes to help pre-
serve relationships. Therefore, 
we analyzed closed checking-
account survey data from three 
banks and 1,500 participants. 
What were the reasons for closed 
accounts, and could these rela-
tionships have been saved? The 
results were as follows:
Thiry-nine percent of • 
closed accounts resulted 
from customers consoli-
dating accounts at various 
banks. Consolidations 
occur because customers 
wish to avoid complexities 
(and often costs) associated 
with maintaining relation-
ships with a number of dif-
ferent banks. Further, cus-
tomers with multiple types 
of accounts (checking, 
savings, CDs, mortgages, 
or auto loans) at the same 
bank often enjoy preferred 
status and avoid certain 
service charges. 
Twenty-three percent of • 
the closed accounts resulted 
from events such as a move, 
a death, or an action by the 
bank due to inactivity. Most 
of these relationships are 
not salvageable. 
Thirty-eight percent sim-• 
ply “defected.” These are 
the relationships that the 
bank could potentially 
rescue. Most defectors had 
an issue with the bank 
that typically was service-
related. For example, many 
banking customers closed 
accounts because they were 
unhappy with certain bank 
charges or fees. Others were 
dissatisfied with the bank’s 
responsiveness to questions 
or issues involving their 
accounts. The defectors 
were asked four additional 
questions: 
1. How did you close your 
account?
 Ninety-five percent • 
closed their accounts at a 
local branch.
2. To whom did you speak?
 Eighty-two percent spoke • 
with a teller.
 Eleven percent spoke • 
with a customer service 
representative.
 Seven percent spoke with • 
a branch manager.
In this regard, note that at 
a recent balanced-scorecard 
implementation at a financial 
institution, only two tellers 
out of 250 could articulate the 
company’s strategy. From our 
experience with other scorecard 
implementations, this result 
was not surprising. Lower-
level employees often cannot 
articulate a company’s strat-
egy, yet these same employees 
often are the primary interface 
between an organization and its 
customers. 
3. Would you consider reopen-
ing your account if  the issue 
that caused you to close the 
account was resolved or 
addressed?  
 Sixty-seven percent of • 
respondents that defected 
said yes. They would 
consider reopening their 
account if  the issue were 
resolved. 
4. Did the bank attempt to 
keep your business? 
 Ninety-four percent • 
said no.
Our results suggest employ-
ees have a face-to-face opportu-
nity to save the deposit relation-
ship but do not. Thus, the key 
question becomes: How do we 
motivate employees to be vested 
in the bank–customer relation-
ship to positively influence key 
metrics such as loan growth, 
deposit growth, and fee-based 
income? 
One strategy to encourage 
employees to nurture the bank–
client relationship is to capture 
individual performance in a 
system, such as the balanced 
scorecard. Further, incentives 
could be developed that are 
based on strategically impor-
tant financial and nonfinancial 
metrics. 
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because subjects often provided 
more than one response to a 
question. Responses are sum-
marized into categories shown 
below each question. 
Question 1a: Why did you • 
choose to participate in 
referral program?Rewards/
Gifts 39%
Help the Bank Succeed 22%• 
Required/Expected  12%• 
To Track Referrals 9%• 
Interestingly, we find evi-
dence of both intrinsic and 
extrinsic motivation. Responses 
identifying rewards/gifts clearly 
are extrinsic. Further the 
“Required/Expected” responses 
imply the presence of extrinsic 
motivation. Respondents believe 
organizational pressure (in the 
form of expectations) motivates 
their behavior. However, we also 
find evidence of intrinsic moti-
vation. These high-performing 
employees take pride in the suc-
cess of the organization as indi-
cated by their responses “Help 
the bank succeed.” 
Additional comments from 
our high-performing employees 
support the notion of intrinsic 
motivation. For example, some 
respondents stated, “It gives me 
a sense of accomplishment.” In 
Pink’s words, the referral pro-
gram is consistent with a “life of 
purpose.” 
We believe the response 
related to “To track referrals” 
is simply a mechanical aspect 
of the program, but related to 
mechanical tasks that “help the 
bank succeed.” 
Question 2: How much time 
(weekly) do you spend working 
with the referral program?
2 to 5 hours at work 26%• 
2 to 5 hours not at work• 
 22%
solving, inventiveness, or con-
ceptual understanding—contin-
gent rewards can be dangerous.”8
Our Study
To better understand the 
issues surrounding rewards and 
motivation, we conducted a 
survey of 154 high-performing 
employees (representing the 
top 3%–5% of all employees) 
from five different commercial 
banks. Management identified 
the subjects as high-performing 
employees in their respective 
organizations. Approximately 
70% represented retail areas 
(such as loan officers, tellers, 
and customer service represen-
tatives), while 20% represented 
support areas (such as opera-
tions, accounting, and human 
resources). Approximately 10% 
of the sample is made up of 
managers.
We believe our respondents’ 
referral activities would be clas-
sified (using Pink’s terminology) 
as heuristic. For example, pros-
pecting and recognizing referral 
opportunities do not follow a 
set of instructions down a single 
pathway to completion. There 
are many ways to identify poten-
tial referral relationships through 
personal and professional asso-
ciations. The employee must 
understand client financial needs 
and identify a match with ser-
vices offered by the bank. 
These high-performing 
employees are not newcomers 
to their position or area. For 
example, 90% had over 5 years in 
their geographical area, 55% had 
5 or more years of service, and 
only 8% had between 3 and 5 
years of service. We designed our 
questionnaire to allow subjects 
to respond to open-ended ques-
tions in order to fully explore 
the range of possible answers. 
Percentages do not add to 100% 
The high-performing 
employees identified by man-
agement for our survey have 
been successful in the referral 
programs implemented at their 
banking institutions. These 
referral programs are intended 
to expand the bank–client rela-
tionship by offering beneficial 
services to existing clients. To be 
considered a referral, a bank cus-
tomer must agree there is a need 
for the particular product or 
service, and must give permission 
to provide his/her name and con-
tact information to the appropri-
ate banker. Rewards are earned 
for successful referrals. The refer-
ral system awards points that can 
be accumulated and converted 
into prizes.7 These rewards 
accrue over time as the bank–cli-
ent relationship grows. Offering 
one-time, short-term products or 
services typically is not incentiv-
ized, because this is not consis-
tent with a mutually beneficial, 
long-run relationship. 
BUT DO INCENTIVES WORK?
Pink is concerned that incen-
tives (rewards) encourage short-
term thinking. However, the 
referral programs and rewards in 
our study are part of a balanced 
scorecard approach based on 
long-term strategy. Pink classi-
fies activities according to two 
types, heuristic and algorithmic. 
Heuristic tasks require individu-
als to devise novel solutions and 
depend on creativity. Alterna-
tively, algorithmic tasks typically 
involve following established 
instructions down a single path-
way to completion. According 
to Pink, “…extrinsic rewards 
can be effective for algorithmic 
tasks—those that depend on fol-
lowing an existing formula to its 
logical conclusion. But for more 
right-brain undertakings—those 
that demand flexible problem 
The Journal of Corporate Accounting & Finance / September/October 2013 63
© 2013 Wiley Periodicals, Inc. DOI 10.1002/jcaf
employee does not earn referral 
points.) These high-performing 
employees are motivated to do 
the right thing for their clients. 
It appears several factors may 
be at work.
Our next question asked 
respondents to identify the 
single most important aspect of 
the referral program. 
Question 5: What is the 
single most important part of the 
referral program?
Intrinsic-related responses:
Helping the clients 21%• 
Helping bank to succeed• 
 14%
Extrinsic-related responses:
Recognition for doing a • 
good job 18%
It is interesting to note that 
high-performing employees did 
not mention financial rewards 
garnered through the refer-
ral program as the single most 
important factor. They receive 
intrinsic rewards from helping 
clients and by helping the bank 
succeed. But the extrinsic reward 
identified is in the form of rec-
ognition.
Apparently, acknowledge-
ment from the organization for a 
job well done is more important 
to high-performing employ-
ees than the financial rewards 
attained. This outcome is consis-
tent with Pink’s observations as 
follows:
Respondents identified 
additional factors, generally 
related to the referral program 
implementation. These are 
not germane to the motiva-
tional aspects of interest in this 
article. 
It’s easy to use 13%• 
Following up/accountability• 
 13%
mendations based on personal 
relationships. We found further 
evidence of intrinsic motivation 
from our survey data. One high-
performing employee responded 
“I am always prospecting: 
nights, weekends, and holidays. 
Everywhere. You are the bank 
everywhere you go.” This high-
performing employee identifies 
with the organization, and has 
become part of the organization.
Daniel Pink makes a similar 
point as follows:
Question 4: Is there anything 
you do to close the sale?
Follow up with client 41%• 
Follow up with associate• 
 19%
Know the client’s needs 9%• 
Tell them you want their • 
business 8%
Respondents offered some 
mechanical processes involved 
in closing the sale (follow up 
with associate and follow up 
with client). Thus, we find 
evidence that communication 
is important. Following up 
means contacting the client and 
building a relationship, which 
is consistent with original 
objectives. 
Yet other considerations sur-
faced. Written comments from 
the participants provided evi-
dence of intrinsic aspirations—
“to help others improve their 
lives…”—or what we might 
think of as “purpose goals.”10 
One respondent stated: “I never 
recommend anything that I do 
not totally believe in.” 
Comments such as this 
emphasize the desire to match 
financial products with the 
needs of bank customers, and 
to protect customers from prod-
ucts that do meet their needs. 
(This is true even if  the bank 
does not close a sale, or the 
5 to 10 hours at work 6%• 
5 to 10 hours not at • 
work 6%
For each level of activity 
(2–5 hours and 5–10 hours), 
the percentage of time at work 
and away from work is similar. 
This outcome seems to imply 
that intrinsic motivation is pres-
ent, as these high-performing 
employees do not significantly 
vary their behavior (time spent 
working with the referral pro-
gram) between time at work and 
time away from work. Intrin-
sic motivation is based on the 
concept that the satisfaction 
of completing a task is its own 
reward. Intrinsic motivation 
needs the proper environment 
to survive. Pink describes a 
state that is best described in the 
vernacular as “being in the flow.” 
Employees must be engaged, 
have clear goals and challenges 
well matched to abilities, and 
receive immediate feedback. The 
organization must provide the 
environment and tools to nurture 
this behavior. 
Our next question builds on 
Question 2 by inquiring about 
the process of identifying pros-
pects. 
Question 3: Where do 
you find the majority of your 
prospects?





Close family and • 
friends 28%
These results echo the 
“new accounts survey” results 
(from the customer perspec-
tive) discussed earlier in this 
article. Many new accounts 
are established from recom-
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sic motivation. We believe any 
uncertainty surrounding the 
employees’ ability to maintain 
current success levels is external 
and not related to their intrinsic 
motivation. 
CONCLUSION
This article develops the 
argument for the importance 
of relationships in the financial 
services industry. Accordingly, 
we explored the link between 
employee relationships and 
client retention. Further, we 
considered the impact of a 
reward system in motivating 
employees’ behavior associated 
with improved client relation-
ships. These incentives were 
explained in the context of 
banking operations using key 
industry metrics. We exam-
ined the behavioral effects of 
incentives on high-performing 
employees in heuristic tasks in 
five different commercial banks.
We believe that both 
intrinsic and extrinsic rewards 
positively affect behavior of 
high-performing employees. The 
best practices are summarized as 
follows:
Implying intrinsic motiva-• 
tion, employees exhibited a 
commitment to the organi-
zation as evidenced by time 
spent on referral programs 
both during working hours 
and after working hours. 
Further, these individuals 
exhibited a commitment 
to the organization and its 
customers. 
High-performing employ-• 
ees value the importance of 
communication through-
out the organization. To 
minimize communica-
tion breakdowns within 
the referral process, these 
high performers identified 
referrals. We asked our respon-
dents whether they believed they 
would be able to maintain their 
level of success. 
Question 6: Do you feel you 
will be able to maintain your level 




Don’t Know/Hope So/• 
Maybe/Uncertain 17%
The economy will deter-• 
mine. Yes/No 9%
It’s now a routine … it’s • 
what I do … engrained 6%
Quality of Products will • 
determine. Yes/No 6%
No 6%• 
(Recall that the percentages do 
not add to 100%, since some 
respondents replied to more 
than one category as appropri-
ate.)
As shown above, 62% 
responded “yes, definitely, abso-
lutely.” Such a response suggests 
a positive attitude about the 
future, implying a long-term 
effect (rather than a short-term 
effect) of the referral system 
and its intrinsic and extrinsic 
rewards. Many factors, such as 
the economy and competitive 
environment, can affect future 
actual output. Thus, we are 
more interested in the attitudes 
of our subjects rather than the 
actual outcomes. Respondents 
believe they can continue the 
pace into year 5. We find little 
evidence of a short-term effect 
to tangible financial rewards.
Respondents acknowledge 
that their performance may be 
affected by the economy, and 
they willingly report uncer-
tainty involving their ability to 
maintain current success levels. 
The anonymous survey did not 
suggest any decline in intrin-
Communication is key/• 
easier 11%
Top performers expressed 
frustration when referrals were 
made to bank employees within 
different functional areas, and 
the referral was not acted upon. 
Thus, we see references to fol-
lowing up and communication 
in the statistics shown above. For 
example, a lending officer may 
ask a client (who has applied for 
a home mortgage) for permis-
sion to refer them to the wealth 
management function. To better 
meet the needs of the client, the 
wealth management officer and 
lending officer must communi-
cate effectively. Often following 
up is necessary. 
One of the criticisms of 
extrinsic rewards is the short-
term effect on behavior. Pink 
explains as follows:
“But once we’re past that • 
threshold (adequate base-
line rewards), carrot and 
sticks can achieve pre-
cisely the opposite of their 
intended aims. Mecha-
nisms designed to increase 
motivation can dampen 
it. … This is weird, and it 
doesn’t hold in all circum-
stances…”11




gent, expected, ‘if–then’ 
rewards—snuffed out 
(intrinsic motivation).”12
“For work that requires • 
more than just climbing, 
rung by rung, up a ladder 
of instructions, rewards are 
more perilous.”13
Our survey is taken 4 full 
years after companies had 
implemented a balanced score-
card that included rewards for 
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long-term benefits of “if–then” 
rewards in a heuristic environ-
ment that demands creativity 
and commitment to the orga-
nization and to customers. The 
Balanced Scorecard provides 
strategically relevant input 
metrics from which “if–then” 
rewards may be designed to 
influence behavior consistent 
the strategic goals of the orga-
nization. 
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